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UNITED STATES TELEPHONE ASSOCIATION
OPPOSITION TO

PETITION POR RECONSIDERATION

The United States Telephone Association (USTA) respectfully

submits its Opposition to the Petition for Reconsideration filed

by Comcast Corporation (Comcast) on December 8, 1993 in the

above-referenced docket and its support for the Petitions filed

by various parties seeking reconsideration of the Commission's

cellular eligibility restriction. l USTA is the principal trade

association of the exchange carrier industry. Its members

provide over 98 percent of the exchange carrier-provided access

lines in the U.S. USTA and its members have participated in this

proceeding since its inception, as exchange carriers have a

significant role to play in developing personal communications

services (PCS), in integrating PCS with their public networks and

in providing PCS to their customers.

lSee, for example, Petitions of Chickasaw Telephone Co., et.
al., NYNEX, TDS, Concord Telephone Company, NTCA, OPASTCO, and
U.S. Intelco.
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I. SBPARATE SUBSIDIARY REQUIRBNBNT.

In the Second Report and Order, the Commission determined

that no new separate subsidiary requirements are necessary for

exchange carrier provision of PCS. 2 Comcast requests that

exchange carriers be required to conduct PCS operations only

through a separate subsidiary.3 USTA recommends that Comcast's

request be denied.

The Commission has considered the cost and benefits of

structural separation in the context of BOC provision of enhanced

services and has determined that provision of enhanced services

on an integrated basis with basic services can result in

operational efficiencies, economies of scope and cost savings by

avoidance of separation and/or duplication of the assets and

personnel that would be required by a regulatory requirement for

structural separation. 4 The Commission found the rationale

against imposing structural separation on certain non-BOC to be

even more compelling. s Such a rationale is applicable to

exchange carrier provision of PCS. In fact, the Commission noted

2Amendment of the Commission's Rules to Establish New
Personal Communications Services, GEN Docket No. 90-314, Rm-7140,
RM-7175, RM-7618, Second Report and Order, released October 22,
1993 at ~ 126. [Order].

3Comcast at 20.

4Computer III Remand Proceedings: Bell Operating Company
Safeguards and Tier 1 Local Exchange Company Safeguards, CC
Docket No. 90-623, 6 FCC Rcd 7571 (1991). [Computer III Remand
Order] .

SSee, Amendment of Section 64.702 of the Commission's Rules
and Regulations (Second Computer Inquiry), Docket No. 20828,
Final Decision, 77 FCC 2d 384 (1980).

2



in the Order that the separate subsidiary requirements imposed

upon the BOCs preclude approximately 80 percent of the exchange

carrier industry from realizing any economies of scope between

their wireline and wireless telephone services. 6 Exchange

carrier provision of PCS on an integrated basis will facilitate

the efficient utilization of the resources of the public switched

telephone network to support PCS. By permitting exchange

carriers to add low-power radio access to the existing exchange

carrier networks on an integrated basis, the Commission can

realize the following benefits:

First, exchange carriers have the financial resources and

much of the required infrastructure, including the personnel,

physical plant, administrative procedures, billing systems,

wireline links, intelligent network features and switching

capability, already in place to support PCS. As with enhanced

services, it would not be cost effective to force exchange

carriers to duplicate any of these resources to provide PCS.

Exchange carriers should be permitted to take advantage of

inherent efficiencies and economies of scope to provide PCS.

Second, integrated provision of PCS will permit exchange

carriers to increase use of the public switched network, thereby

increasing its efficiency and utility. A separate subsidiary

requirement could increase costs for all potential PCS providers.

Integrating PCS with the exchange carrier networks would permit

PCS customers to take advantage of many existing and emerging

60r der at , 114.
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intelligent network services, thus hastening the deployment and

future enhancement of PCS.

Third, exchange carrier provision of PCS on an integrated

basis will benefit exchange carrier customers. The Commission

has continually recognized that wireless technology can be an

alternative transmission medium used in the provision of local

exchange service. Such technologies can complement local

exchange services by generating greater efficiencies and lowering

costs. Deployment of radio-based technologies could enable

exchange carriers to operate more efficiently, thereby providing

savings for current wireline customers. Integrated PCS

operations will be essential to the deployment of PCS in small,

residential and less-populated areas. Also, the duplication of

resources which would be required by separate PCS operations

would force both basic network and PCS prices paid by exchange

carrier customers to be higher than they otherwise would be.

Fourth, the Commission has already concluded that its

comprehensive regulatory framework of nonstructural safeguards

provides an effective alternative to structural separation for

protection against anticompetitive conduct. 7

Finally, the integration of PCS and exchange carrier

operations will not impede competition as speculated by Comcast.

To the contrary, the availability of multiple PCS licenses will

facilitate the competitive offering of PCS. Exchange carriers

are already restricted in their provision of PCS and are the only

7Computer III Remand Order at , 9.
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potential competitors subject to the strict nonstructural

safeguards mentioned above. Additional restrictions are not

warranted.

II. CBLLULAR ELIGIBILITY AND ATTRIBUTION RBQUIRBMlNTS.

USTA supports the Petitions filed requesting that the

Commission reconsider the cellular eligibility and attribution

rules as adopted in the Second Report and Order. As pointed out

in the Petitions, these rules will have a particularly

detrimental impact on many small and mid-sized exchange carriers

by effectively prohibiting them from providing PCS to their

customers. As a result, many rural customers will effectively be

denied competitive delivery, rapid deployment and the many

efficiencies which exchange carrier provision of PCS could

provide. The Commission should not restrict opportunities for

deployment of PCS by small and mid-sized exchange carriers. The

Commission should instead be seeking to promote the earliest

possible deployment of PCS in rural areas.

The vast majority of small and mid-sized exchange carriers

do not control or operate cellular systems encompassing their

landline service areas. In the instances where an exchange

carrier has only a minority interest in a cellular operation,

cellular spectrum will not be available because its limited

interest gives it little effective voice in day-to-day

operations. Therefore, most exchange carriers do not have

preferential access to cellular spectrum to offer any radio-based
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service to their customers.

It is also clear that capacity, economic constraints and the

embedded network architecture presently used in delivering

cellular service will not permit, within the spectrum allocated

for cellular, the wide range of services and price points

necessary to meet the needs of PCS customers. Cellular and PCS

have the potential to be different, or similar, in response to

market demands. The Commission should reconsider its cellular

eligibility and attribution rules to better foster the

development of innovative and unique network architectures that

will provide new services priced differently from cellular and

designed to meet different customer needs.

USTA urges the Commission to act on the Petitions for

Reconsideration discussed herein as recommended in its

Opposition.

Respectfully submitted,

ASSOCIATION

Martin T. McCue
Vice President and General

Counsel

Linda Kent
Associate General Counsel

1401 H Street, NW, Suite 600
Washington, D.C. 20005-2136
(202) 326-7300

December 3D, 1993
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